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INTRODUCTION

Mr. Chairman and distinguished member s of the Committee, NAUS and the National
Military and Veterans Alliance would like to expressits appreciation to you for holding these
important hearings. Thetestimony provided hererepresentsthe collective views of our
members.

The Alliance includes 19 military and veterans organizations. These organizations
represent over 3,500,000 members of the seven uniformed services, officer and enlisted, active
duty, reserve, National Guard, retired and other veterans plus their families and survivors.
These organizations whaosetop priority isa strong national defense are listed below:

Air Force Sergeants Association National Association for Uniformed Services
American Military Retirees Association Naval Enlised Reserve Association

American Retirees Association Naval Reserve Association

ClassAct Group Non Commissoned Officers Association

Catholic War Veterans TheRetired Enlisted Association

Gold Star Wivesof America Society of Medical Consultantsto the Armed Forces
Korean War Veterans Asociation Society of Military Widows

Military Order of the Purple Heart Tragedy Assgance Program for Survivors

Legion of Valor Veteransof Foreign Wars

Medical care along with adequate pay and inflation protected retired pay and
commissaries arethetop concerns of the military community. With base and hospital closures
and reductionsin medical personné, theincreasing lack of available health care continuesto be
amajor concern to active and retired personnd alike.

Wewant to thank the committeefor itslong standinginterest in Military Health Care
and for itssupport for the Federal Employees Health Benefits Program for military retirees.

BACKGROUND

Themilitary health system has several missions, first and foremost iscaring for active duty

troops and maintaining military medical carereadiness, readinesstraining and contingency
operationsaswell asproviding carefor active duty family members, continuing to provide
promised, lifetime medical careto military retirees, and their family members. To carry out



these missions, top quality personnd to staff military medical units, hospitalsand clinicsare
essential. These personnd are attracted to military medicine through the Uniformed Services
University of the Health Sciences, the U.S. Health Profession Scholar ship Program and quality
graduate medical education programs sponsored by the various military medical services. Each
isan important eement of the system and areall linked together. Additionally, aswe are seeing
today with therecruiting shortagesin all services except for the Marine Cor ps, keeping faith
with theretirees by keeping the medical health care promiseisvital to our strong all volunteer
forceand to our national defense. In arecent Christian Science Monitor article addressing
recruitment problems, Major General Evan Gaddis, the commander of the Army’s Recruiting
Command headquartered in Fort Knox made special note of the fact that “military retirees,
upset over a steady erosion of benefitslike health care and pensions, aren’t talking up military
car eer sto young adults asthey might once have.”

A military medical system isnecessary to support not only the present active for ces but also to
meet futurerequirements. To attract, maintain and properly certify highly qualified medical
professionalsrequires assuring them that they will have a complete range of patientswith
varied health problemsto include older retirees. They can’'t be adequately trained treating only
young (aver age 23) service member sand young family members. Thismeansit isimperativeto
maintain a strong, vibrant, capable direct care system.

The Defense Health System has under gone a significant downsizing in the past 10 yearsand
continuesto shrink. The number of normal beds has decreased by 41 per cent (12,000),
expanded beds have decreased by 46 per cent (20,000), the number of hospitals has decreased by
35 percent (58) and the number of medical center s has decreased by 33 percent (6).
Additionally, military medical personnel have decreased by 13 per cent while civilian medical
per sonnel have decr eased by 22 percent. Please contrast these reductionswith the 10 per cent
reduction in the digible serviced population (867,000) during the past 10 years. Accordingto
the Department of Defense * demand continuesto exceed supply, especially among retirees’ all
thewnhile, the “Medicare digible population (is) growing 4 to 5 percent annually”. And at the
sametimetoday, the Department of the Air Forceisdirecting itsMedical Command to
eliminate 1,300 mor e uniformed officer medical personnel.

CURRENT

Thedirect care system coupled with TRICARE Prime, Extra and Standard along with



M edicar e Subvention and increased cooper ation between DoD and DV A should result in
adequate carefor all digible beneficiaries. Unfortunately, military personnel areincreasingly
being disenfranchised and DoD has not yet developed a plan that will provide an adequate
health care option for all DoD beneficiaries. In addition, the TRICARE system isflawed. Some
of the problems and recommendations for solving them follow:

A DaoD study found that TRICARE administrative costsarefar too high. Each Managed Care
support contract proposal costs millions of dollars, each winner can expect a protest from the
loser s costing more millions. More money is being spent on medical administration and lesson
the patient. We beieve thiscommittee should direct areview of alternative means of procuring
private sector healthcar e to supplement the Military healthcar e system.

Whilewe support expanding TRICARE Prime beyond catchment areas, some areas aretoo
gpar saly populated to create networks. If the TRICARE Standard benefit wer e adequate,
beneficiariesin those areas could <till be served. However, the CHAM PUS Maximum
Allowance Charge (CMAC) istoolow. The CMAC should belinked to the service benefit plan
of the Federal Employees Benefits Program as Congressoriginally directed, rather than the
Medicarerate. Thispoint cannot be over stated especially in areasthat are medically

under served.

DoD hasalso reduced the value of TRICARE Standard/CHAM PUSwhen it isused as second
payer to other insurance. When CHAMPUS/TRICARE Standard isused as a second payer it
isbased on “ benefits-less-benefits’ rather than a* coordination of benefits’ bass. Asaresult
beneficiaries of the so-called benefit receive no benefits from CHAMPUS as second payer. The
coor dination of benefits method should berestored and legidative provisons put in placeto

keep it.

The TRICARE Point of Service (P.O.S.) option for enrolleesin the Prime program istoo
expensive at $300/$600 deductibles and 50% copay. The P.O.S. option should be changed to
the TRICARE Standard rate, $150/300 and 25% copay. We have seen no evidence of abuse of
the P.O.S. option and believe that the sandard deductible and copays ar e enough to prevent
frivoloususe. Further, there should be no requirement to obtain advance authorization to use
the P.O.S. option.

TheVA isa TRICARE subcontractor in someregions. Currently, copays are the same whether
beneficiariesusethe VA or civilian providers. Military personnel believethat VA



hospitalg/clinics should be given the same statusasM TFsfor TRICARE pur poses and that
copays bewaived if beneficiaries obtain their careat VA hospitalsand clinics.

Everyone of these problems cited here has a common thread — save money by diminating or
reducing care provided. Thefewer beneficiaries served meansthe fewer DoD dollars needed to
provide health care. Regardless of the promises made and of all theintentions of this Congress,
health carefor military retireesisnot treated asa benefit and it certainly isnot treated asan
entitlement. Health carefor military retirees, their familiesand their survivorsismerely aline
item expensein the DoD budget to be squeezed for mor e pressing needs by comptrollersand
budget analystswho do not rely on the Defense Health Program for their health care.

Unfortunatdy, the shortcomingsin the Defense Health Program for retirees are spilling over to
the activeforceaswell. Two w&ksagotheArmy’sSth Recruiting Brigade held a Family
Symposum in St. Louis, Missouri. Thissymposum wasone step in the Army’s Family Action
Plan and it brought together spousesto discussissuesof concern to recruiters, their familiesand
the USArmy. At the close of the meeting the delegates voted on their top 5issues. 1ssue#2 was
“Timelinessof TRICARE Claims Payment”. Issue#1 was*“Lack of TRICARE Providers'.
Last fall, amember of the NAUS gaff was attending the Chief of Staff, US Air Force sRetiree
Council conducted at Randolph Air Force Base. Whilevisiting the gymnasium, he met a young
F-15 pilot who had just resigned his commission and accepted an appointment in thereserves.
Hisreason for leaving the activeforce? Health care. While deployed in the Middle East, his
spouse and their children could find no health care providersnear his parents-in-law’shome
that would accept TRICARE Standard and, of cour se, therewereno health care providersin a
TRICARE Primenetwork. Their concernsin the US affected him every day while servingin
Saudi. Hisnew job with an airline offered him trouble free health carethat he and his spouse
could depend on. The young man said hisdecision to leave the active Air Forcewasn’t about
money, and in fact, hewould have paid to fly the F-15 Eagle. He said it wasall in how you take
care of your people and health care wasthe most important part of that for him.

Thereareother TRICARE and Defense Health Program “ spill-overs’ into the active for ce that
you need to beawareof. Last month at a national TRICARE conference, the Under Secretary
of Defensefor Health Affairs, Dr. Sue Bailey, made a special point of talking about bringing
morecareintotheMTF. Thereisagreat irony herebecause Dr. Bailey’scall for bringing more
health careinsdethe M TF comes at a time when military hospitals are continually being
downgraded to clinic status, military doctors are being eiminated (1,300 in the US Air Force
alone by the year 2000), and skilled medical support personnel positions are being diminated



(600 licensed practical nurse postions are being reclassfied asinfantrymen or truck driversin
the Army). To seetheresultsof these conflicting policies you need go no further than right
herein Washington, DC. Personne shortages and staffing decisons make up inside of the
Army’smedical system have left Walter Reed Army Medical Center (WRAMC) no longer able
to carefor all of the serioudy ill dependent children of our active duty service membersin the
National Capital Area. In February at least 10 children had to bereferred to Children’s
Hospital because neither WRAM C nor Bethesda (the National Naval Medical Center) had the
necessary beds and support personnd. Many of these costly referrals could have been avoided
with the addition of just one mor e nurse on evening shift and one extra nur se on nights.

Thereisanother ramification worth mentioning, especially to this Committee that has already
devoted so much time and ener gy on the subject of pay and compensation issuesfor our
uniformed personnel aswel asthis Committee seffortsin trying to fix the disncentivesfor
military service. Inthenext 2to 3 years, thevast majority of our enlisted per sonne will be up
for re-enligsment. One can imaginethefrustration and anger that the active duty men and
women will feel about the inability of the respective medical corpsto take care of their children
insde of the syssem. Because, not only does each referral to Children’sHospital add at least
$10,000 to the cost of carefor the government and the taxpayer s, the families of these children
arefaced with copayments and deductiblesthat they otherwise would not have been required to
pay had their children been admitted to WRAMC or Bethesda. |f thisisoccurring at the
Army and Navy’s premier facilities, what must be going on in Colorado and Geor gia?
Additional medical expenses, especially for our morejunior members, wasnot part of the
recruiting pitch or re-enligment talk and these expenses adver sely impact on the overall
compensation package for these young soldiers, sailors, airmen and marines.

Onefinal, general point that isbeing made at WRAM C —every aspect of busnessis garting to

revolve around the patient’s TRICARE status. Non-Medicaredigibleretireesarerestricted

from primary care except for space available. If they get in for onevist, they aretold not to

expect afollow up appointment. Therefore, even if a patient needs carefor a continuing disease

such as Diabetes, or other condition that would support the Graduate M edical Education

(GME) program at WRAMC, they aretold to go somewhere else or buy into Prime.
MEDICARE REIMBURSEMENT (Subvention)

We welcome the M edicar e rembur sement demonstration project which isauthorized at six
stesin 10 locations. We hopethat the program can be rapidly expanded to servemore
beneficiaries at more sitesand full implementation expedited. According to the GAO



(GAO/T/HEH5-97-84 Feb 97) no mor e than 75,000 of the 1.2 million Medicare digible
beneficiaries can be accommodated by military treatment facilities even after the program is
fully expanded throughout the United States. DoD expectsto carefor additional Medicare
eligiblesin the TRICARE Networks; however, it isclear that all Medicare digibleswill not be
served and that another option isneeded. Wewill addressthisissue later.

MEDICARE SUBVENTION PPO OPTION

Last year Medicarereform legidation also provided for thefirst timefor a Medicare Preferred
Provider Option demonstration project. Unfortunately, the DoD/M edicar e Subvention
agreement allows only atest of an HM O option which DoD plansto do through the TRICARE
Senior Prime program. We bdieve the PPO Option should be added to the DoD/Medicare
demonsgtration project.

FEE-FOR-SERVICE MEDICARE SUBVENTION

Wewould liketo see the fee-for service Medicarerembursement option tested aswell. This
test would allow Medicare digible military beneficiariesto keep their sandard Medicare
benefit, and when using the M TFs on a space available bags, present their Medicare Card to
the MTF. TheMTF would bill Medicare as other providersdo, except that it would beon a
discounted basisto reflect thelower cost of care provided by the MTFs.

Thiswould save Medicare Trust fundswhile making more efficient use of MTFsand use
capacity that otherwisewould not be used. Thisalso supportsour contention that Medicare
eligible military medical beneficiaries ear ned the promised lifetime medical carefor themselves
and their eigiblefamily membersin MTFsand they paid for Medicare Part A coverage
through mandatory deductionsfrom their military and civilian pay checks.

FEHBP OPTION

We appreciate the support of this Committee and the Senate for a demonstration of the Federal
Employees Health Benefits Program (FEHP). While DaD till hasnot yet submitted a plan that
would provide a health care option for all military beneficiaries, we believe thistest, if properly



supported and executed, will provide them with the infor mation they need to design an FEHBP
plan for those military beneficiaries unableto gain accesstoan MTF or toa TRICARE Prime
network. However, the program isnot funded at the level initially planned; further, DoD has
not solved the problem of ensuring that the cost to the military beneficiary in the demonstration
isthe same as compar able plans offered to federal civilians.

We believe funds should be earmarked for the purpose of guar anteeing therateswhile ensuring
that current FEHBP beneficiariesare protected. We also recommend that sufficient fund be
added to the demongtration to establish areserve fund to guaranteetherate structure and to
increase the number of enrollees. Congresssaid that thetest could involve a total of 66,000
participating beneficiaries but the test has been designed with atotal of 66,000 eligible
beneficiaries. In the absence of adequate funding, in our opinion, theissue of the separate risk
pool isnot being addressed aggressvely and no assstance is being offered to OPM by DaD to
resolve the question on insurancereserve funds. OPM appear sto be proceeding on track to
have the program ready to go on 1 January 2000, but our concernsremain.

Thereisabill in the House that would remove the celling on dligible participants and per mits
Medicare-digibleretirees throughout the country to participate should they desre. Thebill,
H.R. 113, is sponsored by Representative Duke Cunningham who said in his Dear Colleague
letter: “Military Health Care: If It Ain’t Right, Fix It”. Costs could be controlled if necessary
by capping the program. Our estimatesindicate that some 30% of retireeswould select the
FEHBP option. Thedeath rate of older military retirees, especially those of WWII and Koreais
closeto 3,200 per month. They need accessto health care now, not five to seven yearsfrom now
when it would betoo late. Now isthetimeto act. We must not continueto allow the declinein
availability of medical careto disenfranchise military retireesand their families.

PHARMACY ISSUES

A uniform benefit with integrated pharmacy databasesthat serveall 8.2 million military health
care beneficiariesis a benefit supported by the National Military Veterans Alliance. However
the National Military Veterans Alliance hasthe strongest opposition to any phar macy feeinsde
of the military treatment facility. Any proposal that includes M TF pharmacy feeswould be a
gross breach of faith and a violation of the military health care promise. The National Military
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Veterans Alliance would urge that any proposed benefit would allow military healthcare
beneficiariesaccessto all FDA approved drugsfor all beneficiariesregardless of age or

geogr aphical location. Additionally, although we support the maximum use of generic drugs, if
aparticular brand or new drugs are needed, they should be made available. While
management efficiencies and a centralized data base can provide some savings, the phar macy
redesign cannot be fully funded from within current resour ces without a reduction elsewherein
the DHP. Sincethe DHP isalready not fully funded, thiswould create serious problems.

MEDICAL CORPSEND STRENGTH

It isnot cogt-effective to include military health care per sonnd in the down-sizing efforts of
DoD. Rising costs of health care maintenance or ganizations (HM Os) substantiate that the
overall costs of the military health sysem (MHS) to the taxpayerswill be significantly reduced if
military beneficiaries (active duty, retireesand their family members) aretreated, to the
optimum capacity, in the military treatment facilities. Breaking out the health care billetsfrom
the overall force strength will ensur e quality, cost-effective care by the MHS and eliminate the
competition for billetsasidentified for both military and medical readiness.

UNIFORMED SERVICESUNIVERSITY OF THE HEALTH SCIENCES

The National Military/Veterans Alliance thanksthis committee for its strong support for
providing necessary funding for the continued oper ations of the Uniformed Services University
of the Health Sciences. Study after study has shown that when all factorsare consdered
USUHS Iismore cost effectivethat the US Health Professon Scholar ship Program. We urge you
to continue your support for this school which isa national resource.

RETIREE DENTAL PROGRAM

Theunsubsidized Retiree Dental Program which recently began enrolling retir ees has alr eady
signed up over 100,000 military families. The program should bereviewed aswe obtain
experiencethisyear to determine what adjustmentsin benefits should be madeto meet the
needs of beneficiariesand remain cost effective to them.

UNIFORMED SERVICESFAMILY HEALTH PLAN (USFHP)
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The National Military/Veterans Alliance wantsto take a moment to support the USFHP
program offered by the seven TRICARE Designated Providers, also known asUSTFs. We see
it asa choicefor certain populationsand a choicethat ishighly rated by beneficiaries. The
USTFshavetrangtioned to TRICARE Primeand are doing great work educating beneficiaries
on all options available to them, including those offered by the Managed Car e Support
Contractor in theregion. Additionally, the nine Uniformed Services Treatment Facilities
continueto treat military beneficiaries through their USFHP at a satisfaction rate of well over
90. They usethesamefee structureas TRICARE providers. The Facilities offer the only DoD
sponsor ed program that iskeeping the military healthcar e promise by guaranteeing careto
Medicare digible military beneficiaries fortunate enough to live near them and obtain care
there. Wethank thiscommitteefor itssupport for the USTFsin the past and urgeyou to
continueto support their operation.

Both the Managed Care Support Contractorsand the USTFs provide essentially the same
benefit at essentially the same cost to the government. The programsdiffer in thelocal
networ ks of doctorsand hospitals available to beneficiaries. Some beneficiariesfind one
network moreto their liking; othersfind it easier to access carein the competing network.

Sincethe benefit packages and costs ar e essentially the same, this should be puréely an issue of
beneficiary choice and ease of accessto care. Yet, whileretireesand their eigible family
membersmay enrall in the TRICARE Prime networ ks offered by a Managed Care Support
Contractor for atwelve month commitment at any time during the year, this opportunity is
available only one month each year for the TRICARE Prime program offered by the USTFs.
In theinterest of beneficiary choice and improving accessto care by retireesand family
member s, we encour age you to allow enrollment into both TRICARE Prime programs year
round.

CLOSING
Mr. Chairman, the National Military/Veter ans Alliance thanks you and this subcommittee for

holding this hearing and we ur geimmediate action to expand the FEHBP test now, so that all
retired military beneficiaries can begin enrolling and receiving carein the year 2000.
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